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Pruposeo Amendments N.J.A.C. 11:22- 1 2,19and 1. 10//

Authorized By: Holly . Bakke, Commissioner, Department of Banking and Insurance

Authority: N.J.S.A. 17:1-8.1,17:1-15¢, 17B:30-13.1,17B:30-23 et seq. and 26:2J-15b.

Calendar Reference: See Summary below for explanation of exceptioh to calendar requirement.

Proposal Number: ~ PRN 2003- ) \3
Submit comments by - August 1, 2003 to:

‘Douglas A. Wheeler, Assistant Commissioner
Legislative and Regulatory Affairs '
Department of Banking and Insurance
20 West State Street
. P.O.Box 325
Trenton, NJ 08625-0325
Fax: (609) 292-0896
Email: legsregs@dobi.state.nj.us

The agency proposal follows:

Summary

N.J.A.C. 11:22-1 E?B@—ch Prompt Payfﬁcnt of Claims, establishea-

\ standards for the prompt payment of claims by carriers or their agents relating to health benefit
plans and dental plans issued by those carriers. N.J.A.C. 11:22-1 9 requires that various quarterly
and annual reports be submitted by-thg.-se c.:arriers. The Department of Banking and Insurance
(YDepartmem)() is now proposing to amend these provisions. The major focus of the proposed

%N JA.C. 11:22-1.9(a) and (b) Subsestion (a) requires the filing of a report

(Appendix A) on a quarterly basis, on The mnehness of claims payments. N.J.A.C. 11:22-1.9(a)



o
also requires the filing of a quarterly report (Appendix B) on the reasons for claim dgnia,ls and

the late payment of claims. Although Appendix B reports are filed quarterly, the filing in .the

fourth quarter is an annual report which, pursuant to subsection (b), must be audited.

The Department is recodifying N.J.A.C. 11:22-1.2 into subsection (a), which comains the
o definitic-ms that apply 10 the terms in the chaptcr and subsection (b), which only applics to terms

- used in subchaptcr 1. The new subsection (b) provides a def‘ mtmn of organized dehvcry sy:tem
{[ODS’EQ which is 111cluded in the definition of a “payer” at N.J.S. A. ]78 30-26.
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The Department is amenduig‘NIAC 1i:22'-1.9(;) an_d(b) ;o also includé references to .
AJODSN’“/.in order to implement the requirements imposed by N.J.S.A. 17B:30-26 /e% seq., which
subject such systems to the feportin g requirements bf these rules. |

Thé Department is also a;_nend:ing N.J.A.C. 11:22-1.9 to permit carriers with a minjmél
amount of health ins_urance" busi.neés in New Jersey to request an exemption from the requirement
to file an audited annual report as currently required by N.J.S.A. 17B:30-30 and N.J.A.C. 11:22-
1.9(b). Presuming ﬂley meet the criteria under which such requests will be evaluated, the
granting of such an exgmption will enable qualifying companie.s to avoid the substantial expense
of having their annual“‘rcpor_t audited by a private auditing firm. This “de minimis” exception to
the requirement that all annual reports submitted pursuant to N.J.S.A. 17B:30-30 be audited
recognizes that, in certain cascs.,.no substantial public policy considerations are realized by
having the annual reports of hea.lth insurance companies which writé a minimal volume of health
insurance business in ch§ Jersey independently aﬁdited.

N.J.A.C. 11:22-1.9(e) islfa new proﬁsion wﬁch esfab]ishes\three conditions that must be
saﬁsﬁed in order for a carrier to apply for ;m‘exémption from the requirements to have the annual
report audited at_id to file the auditor’s report ;'ith the audited annual report. These conditions

are: 1) the Appendix B annual report has been filed; 2) any required Appendix A reports have

~
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been filed; and 3) the total New Jersey premiuﬁl of the carrier (on a consolidated ba.sis) is less
than $5 million.

Proposed N.J.A.C. 11:22-1.9(f) is a new provision which provides the criteria that the
Commissioner shall apply when considering a carrier’s request for an exemption from the

requirements to have the annual report audited and to submit the auditor’s report with the annual

report.

In new subseption-N.J.A.C. 11:22-1.9(g), the Department is permitting a carrier that has

been granted an e){emption from filing an audited report to also be exempt from filing quarterly
Appendix A and B reports the following year. However, the carrier would still be re;]uired to file
an audited annual Appendix B report for that year unless another exemption was obtained.

The Department is amending N.J .A.C;ﬁl :22-1.10 to include references to 2IJODS‘)}in order

to clarify that they are also subject to that provision, corcentars 7 epcediahen “’Q’J"‘L"‘ﬁ? :

The Department’s rule proposal provides for a comment period of 60 days, and )therefore,

pursuant to N.J.A.C. 1:30-3.3(a)3, is not subject to the provisions of N.J.A.C. 1:30-3.1 and 3.2

governing rulemaking calendars.

| Social Impact

and ODS .

The proposed amendments will have a positive impact on insmersn Those insurers that
are able to satisfy the criteria for an exemption will no longer have to incur the costs associated
with providing the Department with the report of an auditing firm detailing the reasons for
claims denial and late claims payments. Furthermore, such carriers would not incur the costs of
filing quarterly reports for the subsequent year. Because the amount of business written by these

carriers is small in relation to the entire health insurance market, and because the Department



will continue to monitor these companies on an annual basis, there is minimum, if any, impact on

the Department’s ability to monitor the timeliness of claim payments.

Pursuant to N.J.S.A. 17B:30-23 et seq., these rules clarify that these report.ing
requirements are applicable to ODS. Although there are no ODS currently liccnséd to operate in
this State, the impact of these rules will be the same on any ODS J:hat become licensed to operate
in this stale as it is on insurers,-uﬁtl_a respect to cémplying with the requirements of thesc rules.
Those ODS that are able to sz_ttilsfy the criteria for an exemption wiil not incur thc.cosm
associated with providing the Departient with the réport of an auditing firm detailing the
reasons for c.laims d;nial and late claims payments. F u;therhzore, such ODS would nof incur the

. - "

costs of filing quarterly reports for the subsequent year.

'

4

s
4

Economic Impact

.

The proposed amendments will have a positive economic impact on those insurers that
are able to satisfy the conditions for obtaining an exemption. Based on current premium volume,
the Dépanmeni estimates about 30 c;nic;s out of the approximately 80 carriers who file the

‘report might qualify to apply for the cxemption. Since there are no ODS currently licensed to
operate in this State, the Department cannot determine how many ODS that may file in the future
" might qualify for an exemption. ITI_owever, the proposed amcndménls ‘will have a. positive
economic irnpact on those ODS that become licensed to operate in this state, that are able to
_ sétisfyf the conditions for obtaining an cxemption. Thosc insurers and ODS that are not able to
oBtain an exemption will incur cost associated with obtaining the report of an auditing firm

TR - . .| . ] J
detailing the reasons for claims denial and late claims payments.



! - . Federal Standards Statement

armerdmertS

A Federal standards analysis is not required because the propoded mgw—sules are not

¥

subject to any Federal standards or requirements.

e Job Impact -
! QF\GQNJ'\*S
The Department does not ant1c1pate that the proposed hgw—sule will result in the

generation or loss of jobs. = g .

Agricultﬁre Industry Impact

The Department does pot expect any impact on the agriculture industry from the

&W&N"‘\ G
proposed ngw-rales.
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Regulatory Flexibility Analysis

The proposed amendments may apply to any carrier that constitutes "a small business" as

that term is defined in the Regulatory Flexibility Act at N.J.S.A. 52:14B-16 et seq. The

ONENNeAS _ . _

Department’s proposed mew—tules do not add or require any new reporting, record-keeping or
“The Depsitmerh does o artipete Y {nsarecs o ¢ ODS
~ other compliance requirementsY4msurers will met need to employ professional services in order to
GMENeAY Porssact ¥ NI K. 11830 “')'34)‘551-: These eades d‘mr“\ ey
comply with the new-rule provisions.{heye {‘Q?ar‘\\ Polu‘.rmmﬁ;g are QH}\?CQL\Q ¥ oDs nﬁ’ﬁkaﬂh \‘:}urf,. ol
no OB’ Com&\i }lgﬁc:\sckﬁv W““S“L ‘“‘k\‘\f‘-’ Siatesine npec v Nese “"\C_S _\d?“ ke ‘KM. Sune on OBS a5 1 is 00 nmare;'B :Jf:
e Department believes that, unless the conditions specified in the proposed‘i‘::ﬂ'zt% ;
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amendments are satisfied, it continues to be appropriate to require the submission of an audited

annual report in accordance with N.J.S.A. 17B:30-30 and N.J.A.C. 11:22-1.9. Can*i;rrsb‘"‘c?f 211
sizes enter into contracts with providers and insureds to pay claims promptly. When payment
does not occur because a claim is denied, it is appropriate for payers to provide iﬁformation on
the reasons why a claim was disputed or denied, regardless of the carrier’s size. However, the
Department has determined that exempting companies with a minimal amount of health
insurance business from the requirement that such reports be independently audited is consistent

with the intent of the statute, which is to ensure the prompt payment of claims and the adequate

tracking and accurate reporting of statistically significant information.

Smart Growth Impact
The proposed amendments will not have an impact on the achievement of smart

growth or the implementation of the State Development and Redevelopment Plan.

Full text of the proposal follows (additions indicated in boldface thus; deletions indicated in

brackets [thus]);



11:23-1.2 Definitions

_C})_ The following words and terms, when used in This tChapter, shall have the following &Y%

meanings, unless the context clearly indicates otherwise.

(b) The following words and terms, when used in this subchapter, shall havg the

following meanings, unless the context clearly indicates otheriise.

“Qreanized B@livegﬁ‘?stem” or “ODS” means an organized delivery system that is

either certified or licensed pursuant to N.J.S.A. 17:48H-1 et seq.

11:22-1.9 chor"ting _requiremeni:s .
) A carrier or ODS shall report to the Department [qua.rterl,;]t on the timeliness of
- claims payments in the format set forth in Appendm A to this subchapter, incorporated herein by
reference, on a quarterly basis, and on the reasons for denial and late payment of claims in the
format set forth in Appendix B to this subchapter, mcorporated herein by reference, on an annual
and quarterly basis. Instructions for these documents are provided in subchapter Appendix A-1
and Appeﬁdix B-1, respectively, incorporated herein by refe_rené’e. Due dates for the reports are
as follows: May 15 for the first ciuartcr; August 15 for the second quarter; November 15 _f:or the
third quarter; and March 31 for the féurth quarter for Appendix A and the anﬁual reporf for
Appendix B.

(b)  The annual report on the reasons for denial and late pavment of claims shall be

audited by a private auditing firm at the expense of the carrier or ODS. The annual report shall
. ' a#
be accompanied by the report of the auditing firm that reviewed the report. In addition to the
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Department, copies of the audited annual report shall be sent to the Governor and the majority

and minority offices of the Legislature.
(c)-(d) (No change.)

(e) A carrier or ODS may request an exemption from the requirements to have

the annual report required by subsection- (b) above audited and to submit a report of the

auditing firm. This exemption must be obtained on an annual basis. Such an exemption

may be granted if the carrier or ODS meets the following conditions:

1. The carrier or ODS must file the annual Appendix B report required
PV

by subsegtion (a)'in a timelv manner. The report shall be accompanied by a request for

exemption from the requirements that the report be audited and that a report of the

auditing firm be submitted;

2 The carrier or ODS shall have filed the four quarterly Appendix A
abhort

reports required bv splf(m}ﬂ(g_)’in_a timely manner, unless the carrier or ODS was

exempted from such filing pursuant to (g) below; and

3. The annual premiums earned by the carrier or ODS in New Jersey for

all health benefits plans as defined in N.J.A.C. 11:22-1.2 were less than $5 million in the

year covered by the annual report for which the exemption is requested. The carrier or

ODS shall provide, in its request for exemption, a reconciliation of these premiums to the

net earned premiums for “health benefit plans” as defined at N.J.A.C. 11:4-23A.2 and as

reported to the Commissioner pursuant to N.J.A.C. 11:4-23A.8(a)l.  The $5 million limit

shall be applied on a consolidated basis for companies under common control.

(€3] After the commissioner has reviewed the annual report and the request for

exemption, the Commissioner shall either grant or disapprove the request. Anyv request
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meeting the conditions of (e) above shall be deemed granted 30 days after its receipt by the

Commissioner unless disapproved. The Commissioner may disapprove a request for one

or more of the following reasons:

w 1. The request does not meet the enumerated conditions of sabseetion-

2. The carrier or ODS has not filed a report, made a refund, or paid an

assessment required by law applicable to a carrier or ODS: or

3. The Commissioner finds that an audit is necessary to_verifv the

accuracy of the report or to otherwise meet the purposes of N.J.A.C. 11:22-1.9 and N.J.S.A.

17B:30-12 et seq.

(2) A carrier or ODS which has obtained an _exemption from filing an_audited
a ot

anhzq_gl report under ,wﬂgggns (e) and (f)'shall also be exem_pt from filing quarterly

Appendix A and B reports for the Veg followil_lg_vthe vear for which the exemption was

obtained. If the carrier or ODS seeks an exemption from filing an andited annual report

for the vear following the year for which such an exemption was previously obtained, a

separate request for an exemption shall be required for the audited annual report for that

ensuing year.

11:22-1.10  Remediation/penalty

(a) Upon review of the reports required by N.J.A.C. 11:22-1.9, the Commissioner

may require that the carrier or ODS, at its own expense:

1.-2. (No change.)
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(b)  The Commissioner may impose a civil I;enalty of not more than $10,000 upon the
carrier, to be collected pursuant t.o “the penalty enforcement law,” N.J.S.A. 2A:E58-1 et seqlig__
following the remediation measures in (a) above, the Commissioner determines that: |

1. (No change.)

2. A carrier, ODS or [its] the agent of a carrier or ODS has failed to pay

interest as required pursuant to N.J.A.C. 11:22-1.7.

Date Holly C. €
Commission



